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LPSDFWHYHQWWKDWWKUHDWHQVWKHRUJDQLVDWLRQ¶VVXUYLYDODQGLVFKDUDFWHULVHGE\DPELJXLW\RIFDXVHHIIHFWDQGPHDQV
RI UHVROXWLRQDVZHOODVE\DEHOLHI WKDWGHFLVLRQVPXVWEHPDGHVZLIWO\´'XULQJ WKHSDVWGHFDGHV VXVWDLQDELOLW\
UHVHDUFKRQ ULVNPDQDJHPHQWKDVEHHQTXLWH LQWHQVLYHGXH WRRFFXUUHQFHVRIRUJDQLVDWLRQDOFULVHV WRJHWKHUZLWKD
FRPSOH[ DQG LQWHUUHODWHG ULVN ODQGVFDSH IDFHG E\ D FRPSDQ\ DORQJ ZLWK WKH UDSLG H[SDQVLRQ RI JOREDOLVDWLRQ
*UDGXDOO\ PRUH LQYHVWRUV DUH QRZ JHWWLQJ DZDUH RI ULVNV DVVRFLDWHG ZLWK VXVWDLQDELOLW\ LVVXHV ZKLFK DIIHFW WKH
FRPSDQ\¶VERWWRPOLQH6HOIH7KRVHULVNVDULVLQJIURPVXVWDLQDELOLW\LVVXHVVXFKDVQDWXUDOFDWDVWURSKHVDUH
FRQVLGHUHGDVH[WUHPHHYHQWV7KHQDWXUHRIWKHVHULVNVLVGLIILFXOWWREHSUHGLFWHG3ULFHZDWHUKRXVH&RRSHUV
DQGEH\RQGWKHPDQDJHPHQWFRQWURO.DSODQ	0LNHV
1HYHUWKHOHVV FXUUHQW ULVN PDQDJHPHQW DSSURDFKHV KDUGO\ FRYHU HVSHFLDOO\ HPHUJLQJ ULVNV DQG RWKHU QRQ
TXDQWLILDEOHULVNVDULVLQJIURPH[WUHPHHYHQWV,QOLJKWRIWKLVLVVXHHIIHFWLYHULVNDVVHVVPHQWRQHPHUJLQJULVNVDQG
RWKHUQRQTXDQWLILDEOH ULVNV DUHYLWDO WR FRUSRUDWH VXUYLYDO+HQFH WKHUH UHPDLQV DQHHG IRU LQWHJUDWLQJ FRUSRUDWH
VXVWDLQDELOLW\LQWR(50DSSURDFK7KLVYLHZLVVXSSRUWHGE\6SHGGLQJDQG5RVHSZKRDUJXHGWKDW³WKH
QHHGWRLQFRUSRUDWHPRUHHQOLJKWHQHGV\VWHPVRIULVNPDQDJHPHQWQHZPRGHOVDQGPHWKRGVRILQWHUSUHWLQJWKHULVN
µHQYLURQPHQW¶LVHVVHQWLDOWREHFRPLQJµVXVWDLQDEOH¶´,QRUGHUWREHVXVWDLQHGFRPSDQ\QHHGVWRDGRSWVXVWDLQDEOH
EXVLQHVVSUDFWLFHVZKLFKGRQRWPDLQO\ IRFXVRQILQDQFLDODVSHFWVEXWDOVRZLWKDVVHVVPHQWRIHQYLURQPHQWDODQG
VRFLDOULVNVDQGRSSRUWXQLWLHVDVZHOO6KRUHIRUWKHQHHGVRIIXWXUHJHQHUDWLRQ+HQFHFRUSRUDWHVXVWDLQDELOLW\
LVJHQHUDOO\DSSHUWDLQLQJWRWKHFRQFHSWRI(50&ROTXLW6ZLGOHU	&UXWFKOH\*UDPOLFK	)LQVWHU
650LVIDVWEHFRPLQJDQLPSRUWDQWULVNPDQDJHPHQWDSSURDFKIRUFRPSDQLHVDVDPHDQVWRVXVWDLQWKHPVHOYHVRYHU
WKHORQJWHUP650ZDVGHYHORSHGLQUHVSRQVHWRERWKWKHXQIRUHVHHQLQWHUQDODVZHOODVH[WHUQDOHYHQWVWKDWPLJKW
EULQJDERXWKLJKLPSDFWULVNVWRWKHFRPSDQ\
'HVSLWHDQXPEHURISULRUVWXGLHVWKDWKDYHH[DPLQHGWKH&6)VRI(50DSSURDFK%RZOLQJ	5LHJHU0DQDE
2WKPDQ	.DVVLP=KDR+ZDQJ	/RZVWXGLHVRI&6)VIRU650LPSOHPHQWDWLRQLQ0DOD\VLDUHPDLQ
VFDUFH7RWKHEHVWNQRZOHGJHRIWKHUHVHDUFKHUVWKHUHLVQRRWKHUVWXG\FRQFHUQLQJ&6)VRI650LPSOHPHQWDWLRQLQ
0DOD\VLD 7KLV LV EDVHG RQ WKH IDFW WKDW PRVW RI WKH FRPSDQLHV ZHUH VWLOO LQ WKH VWDJH RI LQWHJUDWLQJ FRUSRUDWH
VXVWDLQDELOLW\LQWRWKHLUULVNPDQDJHPHQWSURJUDPPH$QGHUVRQ	$QGHUVRQ+HQFHWKHVWXG\SUHVHQWHGKHUH
DLPVWRILOOWKHJDSE\H[DPLQLQJWKHFULWLFDOIDFWRUVLQVXFFHVVIXO650SUDFWLFHVDPRQJWKHHQYLURQPHQWDOO\VHQVLWLYH
LQGXVWULHVLQ0DOD\VLD
&ULWLFDO6XFFHVV)DFWRUVRI6XVWDLQDELOLW\5LVN0DQDJHPHQW650
7KH&6)VDUHZHOOUHFRJQLVHGLQWKHHDUOLHVWUHVHDUFKHGWRSLFV/HH	$KQZKLFKLQYROYHGDOLPLWHGQXPEHU
RIDUHDVWKDWOHDGVWRWKHLPSURYHPHQWDQGVXFFHVVIXOSHUIRUPDQFHLQWKHEXVLQHVVDFWLYLW\5RFNDUW&6)VDUH
RIWHQXVHGE\PDQDJHUVDVJXLGLQJSULQFLSOHVIRUEHWWHULPSURYHPHQWLQRUJDQLVDWLRQ9HGGHU&6)VDUHGHILQHG
E\5RFNDUWSDV³WKRVHIHZNH\DUHDVRIDFWLYLW\LQZKLFKIDYRXUDEOHUHVXOWVDUHDEVROXWHO\QHFHVVDU\IRUD
PDQDJHUWRUHDFKKLVKHUJRDOV´
7KHUHKDYHEHHQVHYHUDOVWXGLHVRIWKH&6)VUHODWHGWRULVNPDQDJHPHQWSUDFWLFHVLQWKHSDVW0DQDE2WKPDQDQG
.DVVLPLGHQWLILHGWKDWULVNPDQDJHPHQWEDVHDQGRUJDQLVDWLRQDOULVNPDQDJHPHQWFXOWXUHDUHNH\IDFWRUVLQ
LPSOHPHQWLQJDVXFFHVVIXOHQWHUSULVHZLGHULVNPDQDJHPHQW(:50SURJUDPPH,QDVLPLODUYHLQ=KDR+ZDQJ
DQG/RZ  LGHQWLILHG VL[ LPSRUWDQW&6)VZKLFK DUH FRPPLWPHQW RI WKHERDUG DQG VHQLRUPDQDJHPHQW ULVN
LGHQWLILFDWLRQDQDO\VLVDQGUHVSRQVHREMHFWLYHVHWWLQJ(50RZQHUVKLSLQWHJUDWLRQRI(50LQWREXVLQHVVSURFHVVHV
DQGVXIILFLHQWUHVRXUFHV&KLOHVKHDQG.LNZDVLZKRODWHULQYHVWLJDWHGWKH&6)VIRUULVNPDQDJHPHQWSUDFWLFHV
LQ7DQ]DQLDIRXQGWKDWDZDUHQHVVRIULVNPDQDJHPHQWSURFHVVHVWHDPZRUNDQGFRPPXQLFDWLRQVDQGPDQDJHPHQW
VW\OHDUH WKHNH\VXFFHVV IDFWRUV LQ LPSOHPHQWLQJULVNPDQDJHPHQW$FFRUGLQJ WRSUHYLRXVVWXGLHVRUJDQLVDWLRQ¶V
VHQLRUOHDGHUVKLSWRJHWKHUZLWKRUJDQLVDWLRQDOULVNFXOWXUHDUHYLWDOWRWKHVXFFHVVIXOULVNPDQDJHPHQWSUDFWLFHV+HQFH
WKLV VWXG\ SURSRVHG &6)V WR EH PHDVXUHG E\ IRXU HOHPHQWV ZKLFK DUH FRPSOLDQFH ULVN FXOWXUH OHDGHUVKLS DQG
HPHUJLQJULVNJRYHUQDQFH
&RUSRUDWHFXOWXUHLVFRQVLGHUHGWREHDQLPSRUWDQWHOHPHQWLQWKHVXFFHVVIXOLQWHJUDWLRQRIFRUSRUDWHVXVWDLQDELOLW\
LQWRDQRUJDQLVDWLRQ&RUSRUDWHFXOWXUHLVUHODWHGWRWKHEHOLHIDQGEHKDYLRXUWKDWVKDSHGWKHFRPSDQ\¶VHPSOR\HHVLQ
DQRUJDQLVDWLRQWREHKDYHDQGEHUHVLOLHQWLQFRSLQJZLWKWKHEXVLQHVVFRPSOH[LW\%HUWHOV3DSDQLD	3DSDQLD
6KRUH *UHDWHU DZDUHQHVVRI ULVN FXOWXUH DVSDUWRI FRUSRUDWH FXOWXUH LV HVVHQWLDO IRU D FRPSDQ\ WR UHPDLQ
FRPSHWLWLYH5LFKWHU5LVNFXOWXUHLVGHILQHGE\%DQNVSDV³DQLQWHUQDOVHQVLELOLW\UHIOHFWHGLQWKH
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GDLO\WKRXJKWVDQGDFWLRQVRIDOORIDQLQVWLWXWLRQ¶VHPSOR\HHVWKDWUHIOHFWVNQRZOHGJHRIDQGUHVSHFWIRUULVN´5LVN
FXOWXUHJDSVDUHJHWWLQJZLGHUZLWKWKHRYHUORRNHGRIHPHUJLQJULVNVDQGRWKHUQRQTXDQWLILDEOHULVNVLQWKHFRPSDQ\
KHQFHUHVXOWLQJLQKXJHORVVHVWKDWPD\DIIHFWWKHFRUSRUDWHVXUYLYDO$OWKRQD\DQ.LOODFNH\	.HLWK0LNHV
 7KRVH ULVNV DULVLQJ IURP VXVWDLQDELOLW\ LVVXHV DUH PXOWLIDFHWHG LQ QDWXUH DQG KDUGO\ WR EH TXDQWLILHG DQG
PHDVXUHGE\ ULVNPDQDJHUV $QGHUVHQ	6FKURGHU$VWURQJ ULVNFXOWXUHKHOSVFRPSDQ\ WRSHUFHLYHHDUO\
ZDUQLQJVRI WKHGHWULPHQWDO HYHQWVZKLFKFDQ WKUHDWHQ WKHFRUSRUDWH VXUYLYDO 6HJDO$ VWURQJ ULVNFXOWXUH
VKRXOGIXOILOFHUWDLQFULWHULDZKLFKFRQVLVWHQWO\VXSSRUWDSSURSULDWHULVNDZDUHQHVVEHKDYLRXUVDQGMXGJHPHQWVDERXW
ULVNWDNLQJZLWKLQ D VWURQJ ULVN JRYHUQDQFH IUDPHZRUN$ VRXQG ULVN FXOWXUH EROVWHUV HIIHFWLYH ULVNPDQDJHPHQW
SURPRWHV VRXQG ULVNWDNLQJ DQG HQVXUHV WKDW HPHUJLQJ ULVNVRU ULVNWDNLQJ DFWLYLWLHV EH\RQG WKH LQVWLWXWLRQV¶ ULVN
DSSHWLWHDUHUHFRJQLVHGDVVHVVHGHVFDODWHGDQGDGGUHVVHGLQDWLPHO\PDQQHU)LQDQFLDO6WDELOLW\%RDUGS
0RVWFRPSDQLHVUHVSRQGWRZDUGVVXVWDLQDELOLW\ LVVXHVGXH WRULJRURXVHQDFWPHQWRI ODZDQGUHJXODWLRQVE\ WKH
JRYHUQPHQWDQGQRQJRYHUQPHQWDORUJDQLVDWLRQV&RPSDQLHVQHHGWRFRQVLGHUFRPSOLDQFHDVDQRSSRUWXQLW\WRJDLQ
FRPSHWLWLYH DGYDQWDJH WKURXJK DGRSWLRQ RI VXVWDLQDEOH SUDFWLFHV 1LGXPROX 3UDODKDG 	 5DQJDVZDPL 
&RPSOLDQFHLVDFUXFLDOHOHPHQWRI(50IUDPHZRUN+RZHYHUFRPSOLDQFHKDVEHFRPHWKHOHDVWLPSRUWDQWEHFDXVH
PRVWRIWKHFRUSRUDWHVFDQGDOVRFFXUUHGGXHWRULVNRIQRQFRPSOLDQFH3\WOLN	0\HUV7KHHPHUJHQFHRI
LQGXVWU\VWDQGDUGVHWKLFDOJXLGHOLQHVDVZHOODVJRYHUQDQFHSULQFLSOHVHQWDLOVWKHFRPSDQ\LQDGKHULQJWRUHJXODWRU\
FRPSOLDQFH WR DYRLG DQ\ SHQDOWLHV DQG ORVVHV WKDW PD\ DIIHFW WKH FRUSRUDWH UHSXWDWLRQ $OEHUWK HW DO 
&RPSOLDQFHLVHPEDUNLQJRQWKHFRPSDQ\¶VVWUDWHJLHVPHUHO\LQPLQLPLVLQJULVNVDVVRFLDWHGZLWKVXVWDLQDELOLW\LVVXHV
WKDW FDQ SXW FRUSRUDWH VXUYLYDO DW ULVN %HQQ 'XQSK\	*ULIILWKV  &RUSRUDWH UHSXWDWLRQ LV DQ LPSRUWDQW
LQWDQJLEOH DVVHW IRU FRUSRUDWH VXUYLYDO WKDW LQIOXHQFHV FRPSDQLHV WR JR EH\RQG FRPSOLDQFH$ EHWWHU FRPSOLDQFH
SURJUDPPHSHUKDSVKHOSV FRPSDQLHV WR DGGUHVV FRPSOLDQFH ULVNV VXFK DV IUDXG FRUUXSWLRQ VRFLDO UHVSRQVLELOLW\
HQYLURQPHQWDOFRPSOLDQFHDQGPDQ\PRUH$EHWWHUULVNDQGFRPSOLDQFHPDQDJHPHQWLVLQGLFDWHGDVWKHNH\HOHPHQW
RIDVWURQJULVNFXOWXUH6SHGGLQJ	5RVH
7KHERDUGDQGVHQLRUPDQDJHPHQWSOD\VLJQLILFDQWUROHVLQDGRSWLQJVXVWDLQDEOHEXVLQHVVSUDFWLFHVVLQFHWKH\KDYH
WKHFDSDELOLWLHVRIFUDIWLQJWKHYLVLRQDQGDELOLWLHVWRPDNHSUXGHQWGHFLVLRQPDNLQJ(FFOHVHWDO:LWKDJUHDW
FRPSOH[LW\LQEXVLQHVVHQYLURQPHQWUHFHQWO\WKHULVNPDQDJHPHQWIXQFWLRQXOWLPDWHO\EHFRPHVWKHUHVSRQVLELOLW\RI
WKHERDUG'HILQLWHO\WKHERDUGDQGVHQLRUPDQDJHPHQWDUHQRZJHWWLQJDZDUHDQGVWULYLQJWRXQGHUVWDQGWKRVHULVNV
DULVLQJ IURP VXVWDLQDELOLW\ LVVXHV WKDW SXW FRUSRUDWH VXUYLYDO DW ULVN 'RZOLQJ  7KLV LV DOVR VXSSRUWHG E\
0DUFKHWWL  S ZKR SRLQWHG RXW WKDW ³ULVNPDQDJHPHQW RYHUVLJKW LV RQH RI WKH NH\ UHVSRQVLELOLWLHV DQG
IXQFWLRQVRIWKHERDUGRIGLUHFWRUV7KHERDUGVKRXOGEHDFWLYHO\LQYROYHGLQDQRYHUVLJKWFDSDFLW\LQZRUNLQJZLWK
PDQDJHPHQWWRGHILQHWKHRUJDQLVDWLRQ¶VVWUDWHJ\DQGREMHFWLYHVDVZHOODVHQVXUHULVNPLWLJDWLRQRFFXUV´
3DVWUHVHDUFKKDVKLJKOLJKWHGWKHVLJQLILFDQWUROHRIWKHERDUGGLUHFWRUVLQ(50$EUDPVHWDO%HDVOH\HW
DO&262$ERDUGZLWKHIIHFWLYHRYHUVLJKWRIUHVSRQVLELOLWLHVFRQWULEXWHVWRDEHWWHULPSURYHPHQWWRDQ
RUJDQLVDWLRQLQWHUPVRIORQJWHUPJURZWKDQGSURILWDELOLW\DQGUHWXUQRQLQYHVWPHQW6WHLQEHUJ%HDVOH\HWDO
IXUWKHUVWUHVVHGWKDWHIIHFWLYHUROHDQGUHVSRQVLELOLWLHVRIWKHERDUGGHILQLWHO\HQVXUHWKHFRPSDQ\¶VFDSDELOLW\
LQ UHVSRQGLQJ WR DOO W\SHV RI ULVNV 5HFHQWO\ WKH0DOD\VLDQ &RGH RI &RUSRUDWH *RYHUQDQFH 0&&*  KDV
VWUHQJWKHQHGWKHERDUGUHVSRQVLELOLWLHVLQLPSURYLQJWKHHQYLURQPHQWDOVRFLDODQGJRYHUQDQFHGLPHQVLRQV7KLVLV
SDUWLFXODUO\ HPSKDVLVHG WKDW WKH ERDUG VKRXOG LQFUHDVH WKHLU IRFXV VSHFLILFDOO\ RQPDQDJLQJ WKRVH ULVNV WKDW DUH
FRPSOH[XQFHUWDLQDQGLQWHUFRQQHFWHG*HWWLQJWKHVHQLRUPDQDJHPHQWEX\LQLVFUXFLDO0D\ILHOGGXHWRWKHLU
FRPPLWPHQWDQGWKHLUVXSSRUWLVVLJQLILFDQWLQGHWHUPLQLQJWKHVXFFHVVRIWKHULVNPDQDJHPHQWSURFHVV.LPEURXJK
	&RPSRQDWLRQ7KHFRPPLWPHQWRIVHQLRUPDQDJHPHQWWRWKHHWKLFDOFRQGXFWUHIOHFWVWKHEXVLQHVVGHFLVLRQ
PDNLQJLQZKLFKWKLVLQGLFDWHVWKDWFRUSRUDWHULVNLVHIILFLHQWO\PDQDJHG$GDP$GDP	6KDYLW+HQFH
WKHHVWDEOLVKPHQWRIWKHµWRQHRIWKHWRS¶LQFXOFDWHVWKHVWURQJFRUSRUDWHULVNFXOWXUH)UDVHUHWDO
(PHUJLQJULVNVKDYHEHFRPHWKHJUHDWHVWFRQFHUQLQWKHSDVWIHZ\HDUVGXHWRKXJHFDWDVWURSKHHYHQWVWKDWRFFXUUHG
VXFKDV+DLWLHDUWKTXDNH,FHODQGLFYROFDQRDQG%3'HHSZDWHU+RUL]RQ7KH,QWHUQDWLRQDO5LVN*RYHUQDQFH&RXQFLO
SLQGLFDWHGWKDW³(PHUJLQJULVNVPD\EHLVVXHVWKDWDUHSHUFHLYHGDVSRWHQWLDOO\VLJQLILFDQWDWOHDVWE\VRPH
VWDNHKROGHUVRUGHFLVLRQPDNHUVEXWWKHLUSUREDELOLWLHVDQGFRQVHTXHQFHVDUHQRWZLGHO\XQGHUVWRRGRUDSSUHFLDWHG
7KHG\QDPLFHOHPHQWRIHPHUJLQJULVNVLVFULWLFDODVDGDSWLYHV\VWHPVUHVSRQGRUOHDUQWRUHVSRQGWRSHUWXUEDWLRQV
6RPHHPHUJLQJULVNVOHVVHQRYHUWLPHZKLOHRWKHUVEHFRPHZRUVHWKDQDQWLFLSDWHG´
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7KH,QWHUQDWLRQDO5LVN*RYHUQDQFH&RXQFLOLGHQWLILHGIRXUFKDUDFWHULVWLFVRIHPHUJLQJULVNVZKLFKQHHGWR
EHREVHUYHG)LUVWHPHUJLQJULVNVGHDOLQJZLWKWKHVFLHQWLILFXQNQRZQDQGUHVXOWHGULVNVDUHGLIILFXOWWREHDQWLFLSDWHG
6HFRQGKLJKXQFHUWDLQW\EHFDXVHOLWWOHLQIRUPDWLRQUHJDUGLQJWKHHPHUJLQJULVNVFDQEHFDSWXUHGE\WKHH[HFXWLYHV
DQGWKXVEULQJGLIILFXOWLHVLQDVVHVVPHQWV$IXUWKHUFKDUDFWHULVWLFLVGLIILFXOWWRTXDQWLI\VLQFHWKHVHULVNVIDOOXQGHU
WKHQRQTXDQWLILDEOHULVNVDQGWKHULVNWUDQVIHUEHLQJTXHVWLRQHG%HVLGHVWKHQDWXUHRIHPHUJLQJULVNVLVQRWIXOO\
XQGHUVWRRGE\WKHH[HFXWLYHVDQGWKXVEHLQJRYHUORRNHGE\WKHP
,QOLJKWRIWKLVLVVXHULVNJRYHUQDQFHLVEHFRPLQJDFUXFLDOHOHPHQWLQDGGUHVVLQJHPHUJLQJULVNV5LVNJRYHUQDQFH
LVDSURFHVVZKLFKFRQFHUQVVWDNHKROGHUVZLWKEXLOGLQJDPRUHSUDFWLFDODQGMXVWLILDEOHULVNPDQDJHPHQW'XHWRWKH
QDWXUHRIHPHUJLQJULVNVWKDWDUHLQWHUFRQQHFWHGZLWKRWKHUW\SHVRIULVNVDQGDVVRFLDWHGZLWKORZSUREDELOLW\DQGKLJK
LPSDFWKHQFHLWLVSUDFWLFDOIRUDFRPSDQ\WRKDYHVWURQJULVNJRYHUQDQFHLQDGDSWLQJHPHUJLQJULVNV)ORULQ	;X
(PHUJLQJULVNJRYHUQDQFHSDUWLFXODUO\SURYLGHVDFRPSDQ\ZLWKDEHWWHUSURFHVVRIHQYLURQPHQWDOVFDQQLQJ
DQGHDUO\SUHGLFWLRQRIZDUQLQJVLJQV,QWHUQDWLRQDO5LVN*RYHUQDQFH&RXQFLO7KHHOHPHQWRISUHFDXWLRQDU\
SULQFLSOHLVFUXFLDOWREHLQWHJUDWHGLQWRFRPSDQ\VWUDWHJLHVIRUHDUO\SUHGLFWLRQRIZDUQLQJVLJQV$QGHUVRQLQ
GHYHORSLQJ D VWURQJ ULVN FXOWXUH DQG D VROLG IRXQGDWLRQ RI ULVN JRYHUQDQFH LQ FRPSDQLHV %DVHG RQ WKH DERYH
H[SODQDWLRQVWKHIROORZLQJK\SRWKHVHVDUHIRUPXODWHG
+7KHUHLVDUHODWLRQVKLSEHWZHHQULVNFXOWXUHDQGFRUSRUDWHVXUYLYDO
+7KHUHLVDUHODWLRQVKLSEHWZHHQFRPSOLDQFHDQGFRUSRUDWHVXUYLYDO
+7KHUHLVDUHODWLRQVKLSEHWZHHQOHDGHUVKLSIDFWRUVDQGFRUSRUDWHVXUYLYDO
+7KHUHLVDUHODWLRQVKLSEHWZHHQHPHUJLQJULVNJRYHUQDQFHDQGFRUSRUDWHVXUYLYDO
0HWKRGRORJ\
7KLVVWXG\ZDVFRQGXFWHGXVLQJDVXUYH\DSSURDFK$VXUYH\DSSURDFKZDVHPSOR\HGLQWKLVVWXG\WRJHQHUDOLVHRU
SURGXFHFODLPVUHJDUGLQJWKHUHVHDUFKSRSXODWLRQ&UHVZHOO$QRQOLQHVXUYH\TXHVWLRQQDLUHZDVGHYHORSHGWR
FROOHFWGDWDSHUWDLQLQJWRWKH650SUDFWLFHVLQ0DOD\VLDLQ'DWDIRUWKHUHVHDUFKZHUHFROOHFWHGIURPDVDPSOH
RI SHUVRQV UHVSRQVLEOH IRU WKH FRPSDQLHV¶ ULVNPDQDJHPHQW DFWLYLWLHVZKR LQFOXGH ULVNPDQDJHUV LQWHUQDO DXGLW
PDQDJHUV FKLHI LQWHUQDO DXGLW FKLHI ILQDQFLDO RIILFHU DQG RWKHUV LQ WKH HQYLURQPHQWDOO\ VHQVLWLYH LQGXVWULHV RI
0DOD\VLDQ SXEOLF OLVWHG FRPSDQLHV 3/&V (QYLURQPHQWDOO\ VHQVLWLYH LQGXVWULHV DUH FODVVLILHG LQWR FKHPLFDO
FRQVWUXFWLRQSODQWDWLRQWUDQVSRUWDWLRQPLQLQJDQGUHVRXUFHVSHWUROHXPDQGLQGXVWU\SURGXFWV$KPDGHWDO
&DPSEHOO HW DO  'HHJDQ HW DO  -DIIDU 0DQDI HW DO :LOPVKXUVW 	 )URVW 7KHVH
LQGXVWULHV ZHUH FKRVHQ GXH WR WKH JUHDWHU HQYLURQPHQWDO LPSDFW RI WKHLU EXVLQHVV RSHUDWLRQV RQ HFRV\VWHP DQG
FRPPXQLW\'HHJDQHWDO3DWWHQ	7URPSHWHU7KHVDPSOLQJSURFHGXUHZDVFDUULHGRXWLQWKLVVWXG\
E\HPSOR\LQJDVWUDWLILHGVDPSOLQJWHFKQLTXH)URPWKHWRWDORIRQOLQHVXUYH\VVHQW3/&VUHVSRQGHGWRWKH
VXUYH\ JLYLQJ D UHVSRQVH UDWH RI 7KH UHVHDUFK K\SRWKHVHVZHUH WHVWHG XVLQJ VWHSZLVHPXOWLSOH UHJUHVVLRQ
DQDO\VLVDFFRUGLQJO\LQLQYHVWLJDWLQJWKHUHODWLRQVKLSEHWZHHQ650&6)VDQGFRUSRUDWHVXUYLYDO
5HVXOWVDQG'LVFXVVLRQV
(QYLURQPHQWDOO\VHQVLWLYHLQGXVWULHVRIWKH3/&V7DEOHZHUHLQDJUHHPHQWWKDWOHDGHUVKLSZDVWKHPRVW
FULWLFDOIDFWRULQWKHVXFFHVVIXOLPSOHPHQWDWLRQRI650SURJUDPPH7KLVZDVIROORZHGE\HPHUJLQJULVNJRYHUQDQFH
FRPSOLDQFHDQGULVNFXOWXUH0RVWRIWKHPDQDJHUVEHOLHYHGWKDWJUHDWHUFRPPLWPHQWDQG
VXSSRUWIURPWKHVHQLRUOHDGHUVKLSZDVFULWLFDO0DQDE	.DVVLP0DUFKHWWL3ULFHZDWHUKRXVH&RRSHUV
LQUHVSRQGLQJWRPXOWLIDFHWHGULVNVDULVLQJIURPVXVWDLQDELOLW\LVVXHV.DSXFX7KHFRQFHSWRIHPHUJLQJ
ULVNKDVJDLQHG LPSRUWDQFH LQ UHFHQW\HDUV )ODJH	$YHQDQG WKH ILQGLQJRI WKLV VWXG\ZDVVXSSRUWHGE\
'HORLWWH¶V *OREDO 5LVN 0DQDJHPHQW 6XUYH\ LQ  ZKLFK IRXQG WKDW PRVW PDQDJHUV DJUHHG WKDW WKHLU ULVN
PDQDJHPHQWDSSURDFKVKRXOGHIIHFWLYHO\DGGUHVVHPHUJLQJULVNV6WURQJULVNJRYHUQDQFHZDVFUXFLDOLQDGGUHVVLQJ
HPHUJLQJ ULVNV WKDWZHUH FKDUDFWHULVHG DV ORZ SUREDELOLW\ ULVNVZLWK D KLJK LPSDFW LQ QDWXUH &DVWHOODQR 
3URIRXQGO\FRPSDQLHVDGRSW650SUDFWLFHVIRUFRPSO\LQJZLWKUHJXODWRU\UHTXLUHPHQWVDQGLQGXVWU\HQYLURQPHQWDO
FRGHVWRPLQLPLVHQRQFRPSOLDQFHLVVXHV0RUKDUGWHWDO,QFRQWUDVW6SHGGLQJDQG5RVHKLJKOLJKWHG
WKDW ULVNFXOWXUHZDVFUXFLDO LQGHYHORSLQJDQXQGHUVWDQGLQJRIZLGHUDQJLQJULVNVKRZHYHU ULVNFXOWXUHZDV OHVV
VLJQLILFDQWLQWKLVVWXG\
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7DEOH3HUFHQWDJHRIFULWLFDOVXFFHVVIDFWRUVLQHQYLURQPHQWDOO\VHQVLWLYHLQGXVWULHV
&ULWLFDOVXFFHVVIDFWRUV 3HUFHQW
/HDGHUVKLS 
(PHUJLQJULVNJRYHUQDQFH 
&RPSOLDQFH
5LVNFXOWXUH



$FORVHUH[DPLQDWLRQRIWKHPHDQVFRUHVUHYHDOHGWKDWWKHPHDQVFRUHIRU&6)VLQWKHSODQWDWLRQLQGXVWU\ZDVDERYH
 ,Q WKH VWXG\ DV SUHVHQWHG LQ7DEOH  LW LV HQFRXUDJLQJ WR QRWH WKDW FRPSOLDQFH ULVN FXOWXUH HPHUJLQJ ULVN
JRYHUQDQFHDQGOHDGHUVKLSZHUHWKHFULWLFDOIDFWRUVLQVXFFHVVIXOO\DGRSWLQJWKH650DSSURDFKLQWKHLURUJDQLVDWLRQ
7KLVLVHQFRXUDJLQJGXHWRJUHDWHUFRPPLWPHQWDQGVXSSRUWIURPWKHERDUGVDQGVHQLRUPDQDJHPHQWRISODQWDWLRQ
LQGXVWU\KDGLQSODFHRQWKH650SUDFWLFHV7KHUHVXOWLQGLFDWHGWKDWWKHSODQWDWLRQLQGXVWU\ZDVPRUHHIIHFWLYHLQ
LPSOHPHQWLQJWKH650SURJUDPPHGXHWRWKHFKDOOHQJHVRIKDYLQJFULWLFDOREVHUYDWLRQE\WKHUHJXODWRUVLQPLQLPLVLQJ
HQYLURQPHQWDO DQG VRFLDO LPSDFWV +RQJ%DVHGRQ WKHQDWXUHRI WKHSODQWDWLRQ LQGXVWU\ZKLFKGHDOVZLWK
DJULFXOWXUDO DFWLYLWLHV LW ZDV IXUWKHU H[SRVHG WR VXVWDLQDELOLW\ LPSDFWV VXFK DV FOLPDWH FKDQJH DQG ELRGLYHUVLW\
7KHUHIRUH.HPSSRLQWHGRXWWKDWWKHSODQWDWLRQLQGXVWU\LVPRUHIRFXVHGRQDGGUHVVLQJWKHVXVWDLQDELOLW\LVVXHV
WRPLQLPLVHVXVWDLQDELOLW\ULVNWKDWKDGDQLPSDFWRQWKHLUVXUYLYDO
7DEOH0HDQDQDO\VLVRIFULWLFDOVXFFHVVIDFWRUVEHWZHHQWKHW\SHVRILQGXVWU\
&ULWLFDO6XFFHVV)DFWRUV 0DQXIDFWXULQJ &RQVWUXFWLRQ 2LO	*DV 3ODQWDWLRQ µ3¶9DOXH
&RPSOLDQFH     
5LVNFXOWXUH     
(PHUJLQJULVNJRYHUQDQFH     
/HDGHUVKLS     
VLJQLILFDQWDWWKHOHYHO

$OWKRXJKWKHPHDQVFRUHIRU&6)VLQWKHPDQXIDFWXULQJLQGXVWU\LVOHVVWKDQWKHFRPSOLDQFHDQGOHDGHUVKLS
IDFWRUV ZHUH FORVH WR  +HQFH LW ZDV LQGLFDWHG WKDW FRPSOLDQFH DQG OHDGHUVKLS FDQ IXUWKHU SUHFHGH WKH
PDQXIDFWXULQJ LQGXVWU\ WR VXFFHVVIXOO\ DGRSW WKH 650 SUDFWLFHV ,Q DGGLWLRQ WKH UHVXOW RI p YDOXH VKRZHG WKDW
FRPSOLDQFHKDGDVLJQLILFDQWGLIIHUHQFHEHWZHHQWKHW\SHVRIVHFWRUDWWKHVLJQLILFDQFHOHYHOp 7KLVZDV
SDUWLFXODUO\ WUXH VLQFH PRVW RI WKH FRPSDQLHV JHQHUDOO\ SHUFHLYHG WKDW FRPSOLDQFH KDG D JUHDWHU VLJQLILFDQFH LQ
VXFFHVVIXOO\DGRSWLQJWKH650SUDFWLFHV
6WHSZLVHUHJUHVVLRQDQDO\VLVZDVSHUIRUPHGWRLGHQWLI\ZKHWKHUWKHUHZHUHVLJQLILFDQWUHODWLRQVKLSVEHWZHHQ&6)V
RI 650SUDFWLFHV DQG FRUSRUDWH VXUYLYDO 7KHRYHUDOO UHVXOWV LQGLFDWHG WKDW WKH ULVNPDQDJHPHQW SUDFWLFHV LQ WKH
HQYLURQPHQWDOO\VHQVLWLYHLQGXVWULHVDUHOLNHO\WREHDIIHFWHGE\FRPSOLDQFH7KLVLPSOLHVWKDWFRPSDQLHVSHUFHLYHG
WKDWFRPSOLDQFHZDV OLNHO\ WREHDQ LPSRUWDQW IDFWRU LQSUHVHUYLQJFRUSRUDWHVXUYLYDOZKHUHE\DOPRVWRI WKH
YDULDQFH LQFRUSRUDWH VXUYLYDOFDQEHSUHGLFWHGE\ WKHYDULDEOHRIFRPSOLDQFH7KLVPHDQV WKDWFRPSOLDQFHKDGD
VLJQLILFDQWLPSDFWRQFRUSRUDWHVXUYLYDO7KXVWKLVVWXG\RQO\SURYLGHGVXSSRUWIRU+7KHUHVXOWLVLQDJUHHPHQW
ZLWK0DQDEDQG*KD]DOLDQG:DONHU6KHQNLUDQG%DUWRQ¶VILQGLQJVZKLFKLQGLFDWHGWKDWFRUSRUDWH
JRYHUQDQFHFRPSOLDQFHZDVDFULWLFDOIDFWRULQDGRSWLQJWKH(50LQQRQILQDQFLDOFRPSDQLHV%DVHGRQWKHUHVXOWVLQ
7DEOHWKHVWHSZLVHUHJUHVVLRQHTXDWLRQZDVDVIROORZV

&RUSRUDWH6XUYLYDO &RPSOLDQFH







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7DEOH5HVXOWRI6WHSZLVH0XOWLSOH5HJUHVVLRQ$QDO\VLVRI&ULWLFDO6XFFHVV)DFWRUVDQG&RUSRUDWH6XUYLYDO

1RWHD3UHGLFWRUV&RQVWDQW&RPSOLDQFH
E'HSHQGHQW9DULDEOHVXUYLYDO
p

7KHILQGLQJVRIWKHVWXG\LPSO\WKDWFRPSOLDQFHKDGDQLPSDFWRQWKHFRUSRUDWHVXUYLYDOLQVXFFHVVIXOO\DGRSWLQJ
650SUDFWLFHV7RGDWH0DOD\VLDQFRPSDQLHVZHUHEHJLQQLQJWRUHDOLVHWKHLPSRUWDQFHRI650LPSOHPHQWDWLRQWR
FRUSRUDWHVXUYLYDO,WLVLPSRUWDQWWRUHDOLVHWKDW650SUDFWLFHVDUHZRUWKWREHLPSOHPHQWHGLQWKHFRPSDQLHVVLQFH
PRVWRIWKHFRXQWULHVKDYHSXWRQHIIRUWLQFRSLQJZLWKVXVWDLQDELOLW\UHODWHGULVNVE\GHYHORSLQJDGHTXDWHWRROVDQG
UHVRXUFHVWREXLOGFRPSOLDQFHZLWKVXVWDLQDELOLW\VWDQGDUGVDQGHVWDEOLVKGLVDVWHUSUHYHQWLRQSODQ$FKRXUHWDO

&RQFOXVLRQ
7KLV VWXG\ KDV VKRZQ WKDW WKH 650 SUDFWLFH LQ HQYLURQPHQWDOO\ VHQVLWLYH LQGXVWULHV LV IRU WKH SXUSRVH RI
FRPSOLDQFHV&RPSOLDQFHZDVGHHPHGWREHDQLPSRUWDQWFRPSRQHQWRI650IRUDFRPSDQ\WRPDLQWDLQLWVDELOLW\
WRRSHUDWHIRUFRUSRUDWHVXUYLYDO2WKHUFULWLFDOIDFWRUVZKLFKFRQWULEXWHGWRVXFFHVVIXO650SUDFWLFHVDUHOHDGHUVKLS
HPHUJLQJULVNJRYHUQDQFHDQGULVNFXOWXUH650SUDFWLFHVSURYLGHDIRUZDUGORRNLQJYLHZLQDGDSWLQJDFRPSOH[ULVN
ODQGVFDSHDVZHOODVPHHWLQJ WKHVWDNHKROGHUH[SHFWDWLRQ LQDFKLHYLQJEHWWHUHFRQRPLFVRFLDODQGHQYLURQPHQWDO
YDOXHV &RPSDQLHV VKRXOG QRZ SUHSDUH WR LPSOHPHQW 650 DSSURDFK LQPHHWLQJ WKH QHHGV RI IXWXUH JHQHUDWLRQV
WKURXJKDEDODQFHRIHFRQRPLFHQYLURQPHQWDODQGVRFLDOHOHPHQWV

$FNQRZOHGJHPHQW

7KLVUHVHDUFKZDVIXQGHGE\WKH5HVHDUFK8QLYHUVLW\*UDQWRI8QLYHUVLWL8WDUD0DOD\VLD880
5HIHUHQFHV
$EUDPV&9RQ.lQHO-0OOHU63ILW]PDQQ%	5XVFKND7D\ORU62SWLPL]HGHQWHUSULVHULVNPDQDJHPHQW,%06\VWHPV-RXUQDO
±
$FKRXU13DQW]DUW]LV(3DVFDOH)	3ULFH$'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